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(3) The contractor must be required
to account strictly for all amounts col-
lected; and

(4) The contractor must agree to pro-
vide any data contained in its files re-
lating to § 105.2(a) (1), (2), and (3) of this
chapter upon returning an account to
the creditor agency for subsequent re-
ferral to the Department of Justice for
litigation.

(b) Funding of collection service con-
tracts:

(1) An agency may fund a collection
service contract on a fixed-fee basis,
that is, payment of a fixed fee deter-
mined without regard to the amount
actually collected under the contract.
Payment of the fee under this type of
contract must be charged to available
agency appropriations.

(2) An agency may also fund a collec-
tion service contract on a contingent-
fee basis, that is, by including a provi-
sion in the contract permitting the
contractor to deduct its fee from
amounts collected under the contract.
The fee should be based on a percent-
age of the amount collected, consistent
with prevailing commercial practice.

(3) An agency may enter into a con-
tract under paragraph (b)(1) of this sec-
tion only if and to the extent provided
in advance in its appropriation act or
other legislation, except that this re-
quirement does not apply to the use of
a revolving fund authorized by statute.

(4) Except as authorized under
pargraph (b)(2) of this section, or un-
less otherwise specifically provided by
law, agencies must deposit all amounts
recovered under collection service con-
tracts (or by agency employees on be-
half of the agency) in the Treasury as
miscellaneous receipts pursuant to 31
U.S.C. 3302.

§ 102.7 Personal interview with debtor.
Agencies will undertake personal

interviews with their debtors whenever
this is feasible, having regard for the
amounts involved and the proximity of
agency representatives to such debtors.

§ 102.8 Contact with debtor’s employ-
ing agency.

When a debtor is employed by the
Federal Government or is a member of
the military establishment or the
Coast Guard, and collection by offset

cannot be accomplished in accordance
with 5 U.S.C. 5514, the employing agen-
cy will be contacted for the purpose of
arranging with the debtor for payment
of the indebtedness by allotment or
otherwise in accordance with section
206 of Executive Order 11222, May 8,
1965, 30 FR 6469.

§ 102.9 Suspension or revocation of li-
cense or eligibility.

Agencies seeking the collection of
statutory penalties, forfeitures, or
debts provided for as an enforcement
aid or for compelling compliance
should give serious consideration to
the suspension or revocation of licenses
or other privileges for any inexcusable,
prolonged or repeated failure of a debt-
or to pay such a claim, and the debtor
should be so advised. Any agency mak-
ing, guaranteeing, insuring, acquiring,
or participating in loans should give
serious consideration to suspending or
disqualifying any lender, contractor,
broker, borrower or other debtor from
doing further business with it or engag-
ing in programs sponsored by it if such
a debtor fails to pay its debts to the
Government within a reasonable time,
and the debtor should be so advised.
The failure of any surety to honor its
obligations in accordance with 31
U.S.C. 9305 is to be reported to the
Treasury Department at once. Notifi-
cation that a surety’s certificate of au-
thority to do business with the Federal
Government has been revoked or for-
feited by the Treasury Department will
be forwarded by that Department to all
interested agencies.

§ 102.10 Liquidation of collateral.

An agency holding security or collat-
eral which may be liquidated and the
proceeds applied on debts due it
through the exercise of a power of sale
in the security instrument or a non-
judicial foreclosure should do so by
such procedures if the debtor fails to
pay the debt within a reasonable time
after demand, unless the cost of dispos-
ing of the collateral will be dispropor-
tionate to its value or special cir-
cumstances require judicial fore-
closure. The agency should provide the
debtor with reasonable notice of the
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sale, an accounting of any surplus pro-
ceeds, and any other procedures re-
quired by contract or law. Collection
from other sources, including liquida-
tion of security or collateral, is not a
prerequisite to requiring payment by a
surety or insurance concern unless
such action is expressly required by
statute or contract.

§ 102.11 Collection in installments.
(a) Whenever feasible, and except as

otherwise provided by law, debts owed
to the United States, together with in-
terest, penalties, and administrative
costs as required by § 102.13 of this part,
should be collected in full in one lump
sum. This is true whether the debt is
being collected by administrative off-
set or by another method, including
voluntary payment. However, if the
debtor is financially unable to pay the
indebtedness in one lump sum, pay-
ment may be accepted in regular in-
stallments. Agencies should obtain fi-
nancial statements from debtors who
represent that they are unable to pay
the debt in one lump sum. Agencies
which agree to accept payment in regu-
lar installments should obtain a legally
enforceable written agreement from
the debtor which specifies all of the
terms of the arrangement and which
contains a provision accelerating the
debt in the event the debtor defaults.
The size and frequency of installment
payments should bear a reasonable re-
lation to the size of the debt and the
debtor’s ability to pay. If possible, the
installment payments should be suffi-
cient in size and frequency to liquidate
the Government’s claim in not more
than 3 years. Installment payments of
less than $50 per month should be ac-
cepted only if justifiable on the
grounds of financial hardship or for
some other reasonable cause. An agen-
cy holding an unsecured claim for ad-
ministrative collection should attempt
to obtain an executed confess-judg-
ment note, comparable to the Depart-
ment of Justice Form USA–70a, from a
debtor when the total amount of the
deferred installments will exceed $750.
Such notes may be sought when an un-
secured obligation of a lesser amount is
involved. When attempting to obtain
confess-judgment notes, agencies
should provide their debtors with writ-

ten explanation of the consequences of
signing the note, and should maintain
documentation sufficient to dem-
onstrate that the debtor has signed the
note knowingly and voluntarily. Secu-
rity for deferred payments other than a
confess-judgment note may be accepted
in appropriate cases. An agency may
accept installment payments notwith-
standing the refusal of a debtor to exe-
cute a confess-judgment note or to give
other security, at the agency’s option.

(b) If the debtor owes more than one
debt and designates how a voluntary
installment payment is to be applied as
among those debts, that designation
must be followed. If the debtor does not
designate the application of the pay-
ment, agencies should apply payments
to the various debts in accordance with
the best interests of the United States,
as determined by the facts and cir-
cumstances of the particular case, pay-
ing special attention to applicable
statues of limitations.

§ 102.12 Exploration of compromise.
Agencies may attempt to effect com-

promise, preferably during the course
of personal interviews, in accordance
with the standards set forth in part 103
of this chapter.

§ 102.13 Interest, penalties, and admin-
istrative costs.

(a) Except as provided in paragraphs
(h) and (i) of this section, agencies
shall assess interest, penalties, and ad-
ministrative costs on debts owed to the
United States pursuant to 31 U.S.C.
3717. Before assessing these charges, an
agency must mail or hand-deliver a
written notice to the debtor explaining
the agency’s requirements concerning
the charges. (See § 102.2 of this part.)

(b) Interest shall accrue from the
date on which notice of the debt and
the interest requirements is first
mailed or hand-delivered to the debtor
(on or after October 25, 1982), using the
most current address that is available
to the agency. If an agency uses an
‘‘advance billing’’ procedure—that is, if
it mails a bill before the debt is actu-
ally owed—it can include the required
interest notification in the advance
billing, but interest may not start to
accrue before the debt is actually owed.
Agencies should exercise care to insure
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